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minimizes the costs of disruptions to the U.S. What is required
is an active procedure of rapid accumulation during slack markets
and very rapid drawdown during both minor and major disruptions.
In many cases the optimal strategy requires that acquisitions
continue even when the international oil market becomes tight.

One example of an optimal acquisition/drawdown strategy was
calculated assuming that over the next 25 years the world oil
market will on average be slack 40& of the time, tight 35% of
the time, experience a minor disruption 20% of the time, and
experience a major disruption 5% of the time. In this example,
the optimal strategy dictates that during slack periods SPR
acquisitions should continue at the maximum fill rate until the
stockpile reaches 1.0 to 4.4 billion barrels._3/ If the oil
market is tight, the acquisition of oil for the SPR will raise the
price of all oil imports. Yet in many cases, acquisitions for the
SPR should continue even in a tight market until the stockpile
reaches 1.0 billion barrels. Only if the U.S. demand for imported
oil is expected to decline substantially over the next decade and
Administration initiatives to make import demand more price elastic
are successful should SPR acquisitions in a tight market be dis-
continued regardless of the amount of oil already in the reserve.

During a disruption, even a minor one, maximization of the economic
benefits of the SPR requires a quick response and rapid drawdown of
the reserve. Given the assumptions as described above, it is
desirable to draw down 600-800 million barrels of a 1.0 billion
reserve during the first year af a minor disruption. This annual
drawdown corresponds to a rate of 1.6-2.2 million barrels per day.
During a major disruption, the optimal rate rises to 2,7 million .
barrels per day and the entire 1 billion barrel reserve is emptied
in the first year*

3/ The range is the result of different assumptions about the
level and price elasticity of future U.S. demand for imports.
The maximum fill rate used in this analysis was a constant 550
MB/D. This number, rather than the current technically feasible
rate of 900 MB/D, was chosen to take account of current contract
limitations, unforeseen technical difficulties, and the natural
decline in maximum fill rate that occurs as individual sites
become full.
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